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Notice of Opposition

Notice is hereby given that the following party opposes registration of the indicated application.

Opposer Information

Name Square, Inc.
Granted to Date 04/10/2013

of previous

extension

Address 901 Mission Street

San Francisco, CA 94103
UNITED STATES

Attorney Connie L. Ellerbach

information Fenwick & West LLP

801 California Street Silicon Valley Center
Mountain View, CA 94041

UNITED STATES

trademarks@fenwick.com Phone:650-988-8500

Applicant Information

Application No 85670848 Publication date 12/11/2012
Opposition Filing 04/10/2013 Opposition 04/10/2013
Date Period Ends

Applicants e2 Auto LLC

Suite 210 3131 South Bascom Ave.
Campbell, CA 95008
UNITED STATES

Winokur, Eric Matthew

Suite 210 3131 South Bascom Ave.
campbell, CA 95008

UNITED STATES

Goods/Services Affected by Opposition

Class 009.

All goods and services in the class are opposed, namely: Computer application software for mobile
phones, namely, software for use in the electronic storage of data; Computer application software for
automotive, vehicle, and boat sales, namely, software for sales system integration; Computer
software for application and database integration; Computer software for communicating with users
of hand-held computers; Computer software for creating searchable databases of information and
data; Computer software for providing an on-line database in the field of transaction processing to
upload transactional data, provide statistical analysis, and produce notifications and reports;
Computer software for use in customer relationship management (CRM); Computer software
platforms for retail vehicle and boat sales

Grounds for Opposition
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Deceptiveness

Trademark Act section 2(a)

False suggestion of a connection

Trademark Act section 2(a)

Priority and likelihood of confusion

Trademark Act section 2(d)

Dilution

Trademark Act section 43(c)

Marks Cited by Opposer as Basis for Opposition

Mark

U.S. Registration | 3917735 Application Date 08/05/2009

No.

Registration Date | 02/08/2011 Foreign Priority NONE
Date

Word Mark SQUARE

Design Mark

Description of NONE

Goods/Services

Class 009. First use: First Use: 2009/07/00 First Use In Commerce: 2009/07/00

Hardware and software for processing credit card, debit card, and gift card
transactions via mobile devices

Mark

U.S. Registration | 3962489 Application Date 08/05/2009

No.

Registration Date | 05/17/2011 Foreign Priority NONE
Date

Word Mark SQUARE

Design Mark

Description of NONE

Goods/Services

Class 035. First use: First Use: 2009/07/00 First Use In Commerce: 2009/07/00

Reconciling credit card, debit card, and gift card accounts transactions via a
global computer network

Class 036. First use: First Use: 2009/07/00 First Use In Commerce: 2009/07/00




Reconciling, namely, processing credit card, debit card, and gift card
transactions via a global computer network
Class 038. First use: First Use: 2009/07/00 First Use In Commerce: 2009/07/00

Providing electronic transmission of credit card, debit card, and gift card
transaction data, namely, charges

U.S. Application 77914191 Application Date 01/18/2010

No.

Registration Date | NONE Foreign Priority NONE
Date

Word Mark SQUARE UP

Design Mark

Description of NONE

Mark

Goods/Services

Class 009. First use:

Hardware and software for processing credit card, debit card, and gift card
transactions via mobile devices

U.S. Application 77914193 Application Date 01/18/2010

No.

Registration Date | NONE Foreign Priority NONE
Date

Word Mark SQUARE UP

Design Mark

Description of NONE

Mark

Goods/Services

Class 036. First use:

Electronic payment services, namely, reconciling financial transaction accounts
for others via a global computer network

U.S. Application
No.

77914194 Application Date 01/18/2010




Registration Date | NONE Foreign Priority NONE
Date
Word Mark SQUARE UP
Design Mark
Description of NONE
Mark
Goods/Services Class 038. First use:
Providing electronic transmission of credit card, debit card, and gift card
transaction data, namely, charges and payments
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Signature /cle1087/
Name Connie L. Ellerbach
Date 04/10/2013




IN THE
UNITED STATES PATENT AND TRADEMARK OFFICE
BEFORE THE TRADEMARK TRIAL AND APPEAL BOARD

In the matter of

Trademark Application Serial No.: 85/670,848
Filed: July 6, 2012

Published: December 11, 2012

Mark: ESQUARE

)
Square, Inc., )
)
Opposer, )
¥ ) Opposition No.

)
)
e2 Auto LLC and Eric Matthew Winokur, )
)
Applicant. )
)

NOTICE OF OPPOSITION

Square, Inc., a Delaware Corporation, having its business at 901 Mission Street,
San Francisco, California 94103 (“Opposer”), will be damaged by the registration of the mark
shown in Application Serial Number 85/670,848 and hereby opposes that application, alleging as
grounds for the opposition that:

1. As evidenced by the publication of the ESQUARE application in the
December 11, 2012 issue of the Official Gazette, €2 Auto LLC and Eric Matthew Winokur
(“Applicant”) seek to register ESQUARE as a trademark for “computer application software for
mobile phones, namely, software for use in the electronic storage of data; computer application
software for automotive, vehicle, and boat sales, namely, software for sales system integration;
computer software for application and database integration; computer software for
communicating with users of hand-held computers; computer software for creating searchable
databases of information and data; computer software for providing an on-line database in the

field of transaction processing to upload transactional data, provide statistical analysis, and



produce notifications and reports; computer software for use in customer relationship

management (CRM); computer software platforms for retail vehicle and boat sales” in

International Class 9 (“the Application”). The Application was filed on July 6, 2012, based

solely on Applicant’s intent to use the mark in commerce.

marks, including:

Opposer is the owner of two U.S. Trademark Registrations for SQUARE

Trademark Reg. No. Full Goods Description Filing Date | Registration
Date

SQUARE 3,917,735 | (Int’l Class: 9) Hardware and August 5, February 8,
software for processing credit 2009 2011
card, debit card, and gift card
transactions via mobile devices.

SQUARE 3,962,489 | (Int’l Class: 35) Reconciling August 5, May 17, 2011
credit card, debit card, and gift 2009

card accounts transactions via a
global computer network.

(Int’1 Class: 36) Reconciling,
namely, processing credit card,
debit card, and gift card
transactions via a global computer
network.

(Int’1 Class: 38) Providing
electronic transmission of credit
card, debit card, and gift card
transaction data, namely, charges.

Opposer’s SQUARE registrations (“Opposer’s SQUARE Marks”) are valid and subsisting and

are conclusive evidence of Opposer’s exclusive right to use the SQUARE marks in commerce in

connection with the goods and services specified therein. There is no issue as to priority.

Opposer’s SQUARE Marks were all filed and registered prior to the Application filing date.
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3. Opposer is also the owner of the following pending US Trademark

applications for SQUARE-based marks:

Trademark Serial No. Full Goods Description Filing Date

SQUARE UP 77/914,191 | (Int’l Class: 9) Hardware and software for January 18,
processing credit card, debit card, and gift card | 2010
transactions via mobile devices.

SQUARE UP 77/914,193 | (Int’l Class: 36) Electronic payment services, January 18,

namely, reconciling financial transaction 2010
accounts for others via a global computer
network.

SQUARE UP 77/914,194 | (Int’l Class: 38) Providing electronic January 18,

transmission of credit card, debit card, and gift | 2010
card transaction data, namely, charges and

payments.

4. Opposer’s peﬁding applications listed in Paragraph 3 above are valid and
subsisting. There is no issue as to priority with regard to the pending applications as Opposer’s
SQUARE UP marks were filed prior to the Application filing date.

5. Opposer is in the business of designing, manufacturing, marketing, selling,
and providing goods and services for use in connection with hardware, software and services for
credit, debit card and prepaid card payments, as well as payment processing services. Since at
least as early as July 2009, Opposer has used Opposer’s SQUARE Marks in connection with the
various goods and services listed in Reg. Nos. 3,917,735 and 3,962,489.

6. The aforementioned nationwide trademark and service mark use of
Opposer’s SQUARE Marks has been valid and continuous since the date of first use of each and
has not been abandoned. As a consequence of Opposer’s extensive marketing, promotion,
advertising, and sales activity, Opposer’s SQUARE Marks have come to be identified as
designators of Opposer’s goods and services, and as a result, have become valuable assets of
Opposer, and principal symbols of its goodwill, and SQUARE is now famous. Similarly, the

<squareup.com> domain name, which Opposer began using in July 2009, and the corresponding
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website have become valuable assets of Opposer and the source of information for consumers
regarding Opposer’s products and services.

7. Since Opposer’s launch in 2009, it has become an industry leader in the
area of payment solutions for entrepreneurs and businesses. Opposer’s hardware, software, and
payment processing services enable individuals and businesses to accept and make credit, debit
and prepaid card payments via an elegant and easy-to-use card reader and via mobile
applications compatible with Apple OS and Android devices. As of the filing date of this Notice
of Opposition, Opposer has enabled more than three million individuals and businesses to accept
payment via its devices and services. Opposer’s SQUARE Marks are extensively used and easily
recognized throughout the United States.

8. Opposer has received considerable publicity from third-party sources, who
have written numerous print and web-based articles specifically about Square, Opposer’s
SQUARE Marks, and Opposer’s goods and services. In the last year alone, Opposer was
featured in USA Today, The New York Times, Entrepreneur Magazine, Wired Magazine, CBS
This Morning, Marketplace, and listed as one of Fast Company's top-five most innovative
companies. On August 8, 2012, Starbucks and Opposer announced to widespread national
publicity that Starbucks had selected Opposer to be its payment processor at 7,000 Starbucks
locations across the United States. On October 4, 2012, Starbucks and Opposer announced that,
beginning in November 2012, Starbucks will begin accepting Square Wallet mobile payments at
its roughly 7,000 company operated U.S. stores. Copies of these articles are hereto at Exhibit A.
Such publicity serves to further establish the fame, customer recognition, and goodwill in
Opposer’s SQUARE Marks nationwide.

0. Notably, goods sold under Opposer’s SQUARE Marks are sold at some of
the largest and most recognizable retail shopping chains in the United States, including Walmart,
Target, Best Buy, Staples, and Apple stores. Opposer’s SQUARE Marks were even featured as
part of Best Buy's Innovations 2011 Super Bowl commercial, among other such famous

innovations as Shazam, SMS messaging, the camera phone, and text-to-speech capabilities. A
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copy of an article discussing the Best Buy commercial honoring Opposer is attached hereto as
Exhibit B.

10.  Opposer’s goods and services have been advertised, promoted, marketed,
offered and or rendered in connection with Opposer’s SQUARE Marks, since at least as early as
July 2009, and continuously since then. Opposer has spent considerable time, money, and effort
promoting Opposer’s SQUARE Marks on the Internet, including on Opposer’s website at
<squareup.com>, and via other media, as well as developing customer recognition and goodwill
in the marks nationwide via both printed, web-based, mass media, and television advertisements,
publications, and commercials. Images, videos, and promotions featured on Square's website at
<squareup.com> are representative. A few screenshots of Square's website are attached hereto as
Exhibit C. Opposer’s SQUARE Marks have become so respected and widespread that both
President Obama's and Mr. Romney's 2012 political campaigns accepted contributions using the
same famous card reader: the SQUARE device offered by Opposer.

11. In addition to the general notoriety and well known nature of Opposer’s
SQUARE Marks, Opposer’s <squareup.com> website provides a directory of thousands of
merchants and businesses that use or accept Opposer’s devices and mobile payment services.
Consumers are therefore familiar with Opposer’s use of its SQUARE Marks.

12.  Opposer's SQUARE Marks are famous, distinctive, and widely recognized
as the source of leading financial payment solutions for mobile devices. After continuous use for
over three years in connection with Opposer's highly publicized and successful business,
Opposer's SQUARE Marks have come to be immediately identified as the source of Opposer's
goods and services. As a result of Opposer's efforts, the SQUARE Marks have attained
widespread public recognition and renown, and become identified in the minds of consumers
exclusively with Opposer's goods and services. Undoubtedly, Opposer's SQUARE Marks have

become an asset of substantial value and a symbol of Opposer's goodwill.
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13.  Opposer's SQUARE Marks became famous prior to Applicant's filing of
the application for ESQUARE in July 2012, and well before Applicant's adoption of the
SPOTSQUARE mark.

14. On information and belief, Applicant was aware of Opposer prior to its
adoption of ESQUARE.

15. On information and belief, Applicant was aware of Opposer's SQUARE
Marks prior to its adoption of ESQUARE.

16. Applicant also had constructive knowledge of the Opposer's SQUARE
Marks as early as August 5, 2009, due to Opposer's federal applications for such marks with the
U.S. Patent and Trademark Office ("USPTO").

17. In addition to Applicant's constructive knowledge as of August 5, 2009, on
information and belief, Applicant was aware of Opposer and Opposer's Marks prior to its adoption of
ESQUARE because of the significant publicity surrounding Opposer before and after the
commercial launch of its SQUARE product in July 2009.

18. Applicant applied for registration of ESQUARE without the consent or
agreement of the Opposer.

19.  The dominant portions of the respective parties' marks are identical, as
ESQUARE wholly and prominently incorporates Opposer's widely recognized, famous and
distinctive SQUARE Marks. Applicant's inclusion of the letter “E” does little to distinguish
ESQUARE from Opposer's widely recognized and famous SQUARE Marks as the letter “E” is a
commonly used and recognized reference to “electronic” as in “e-commerce” and is therefore
descriptive and of little trademark significance. There can be no doubt that the marks look
similar and convey substantially the same commercial impression.

20. Opposer’s products and services are mobile apps that facilitate and
enhance the ease with which merchants and consumers are able to take, make, process, complete
credit, debit and prepaid card sales and transactions and store, track and analyze transactions and

the forms of payment they accept, all of which results in increased sales of products and services
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and in the process delivers a superior purchasing experience for the consumer. Opposer markets
its products and services to small, medium and large merchants and consumers. Applicant
proposes to register ESQUARE for, among other things, “computer applications” and “mobile
phones”, “software for sales system integration”, ““sales” and “transaction processing.” In view
of the similarities between the marks and the parties’ substantially identical commercial markets,
it is alleged that Applicant’s ESQUARE mark so resembles Opposer’s SQUARE Marks as to be
likely to cause confusion or mistake or to deceive, thereby causing loss, damage, and injury to
Opposer and the purchasing public.

21, In view of the similarity of the respective marks and the related nature of
the goods of the respective parties, Applicant’s proposed use and registration of the ESQUARE
mark is likely to cause confusion or mistake or to deceive, and to disparage and falsely suggest a
connection with Opposer, thereby causing loss, damage, and injury to Opposer and the
purchasing public. The extent of potential confusion among consumers between the Application
and Opposer's SQUARE Marks is substantial. Indeed, the apparent motivation for Applicant's use of
ESQUARE is to trade and profit on that confusion.

22. Consumers familiar with Opposer's SQUARE Marks are likely to believe
mistakenly that Applicant's goods are sponsored, authorized, associated with, or otherwise
approved by Opposer because ESQUARE is nearly identical to Opposer's SQUARE Marks, and
the functionality of the software with which Applicant proposes to use the ESQUARE mark
directly overlaps with Opposer’s services.  Inferior quality of Applicant’s software or related
services is likely to reflect negatively upon, tarnish and seriously injure the reputation that
Opposer has established for the goods and services marketed under Opposer’s SQUARE Marks.
This is likely to result in loss of revenues to Opposer and damage to Opposer’s reputation.

23, Applicant's use of ESQUARE does, and is likely to, falsely suggest a
relationship between Applicant's goods and Opposer's goods and services. Such use is thus
likely to cause a significant increase in the level of Applicant's sales due to consumers' mistaken

belief that Opposer is the source or sponsor of Applicant's goods. Applicant's use of ESQUARE
7
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is therefore likely to result in Applicant's trading off and benefiting from the goodwill associated
with Opposer, resulting in ill-gotten gains by Applicant.

24.  Registration of the Application would be a further source of damage to
Opposer because it would confer upon Applicant various statutory presumptions to which it is
not entitled in view of Opposer's prior use of its famous and distinctive marks.

25. In the unlikely event that any consumer might not be confused and believe
that Applicant's goods originate from or are related to those of Opposer, Applicant's use of
ESQUARE would nonetheless diminish the distinctive quality of Opposer's SQUARE Marks,
thereby causing dilution of Opposer's famous SQUARE Marks in violation of Lanham Act
Section 43(c), 15 U.S.C. § 1125(c), and in violation of Opposer's rights under state dilution and
unfair competition law. As a result, the ability of Opposer's SQUARE Marks to identify
Opposer's goods and services is weakened, thereby causing loss, damage, and injury to Opposer.
Such association will also harm the reputation of Opposer's SQUARE Marks. For example,
inferior performance, deficiencies or other faults in Applicant's goods are likely to reflect
negatively upon, tarnish, and seriously injure the reputation which Opposer has established for
the goods and services marketed under Opposer's SQUARE Marks. This will likely resultin a
loss of revenues to Opposer and damage to Opposer's reputation and good will.

26. Such use constitutes tarnishment, blurring, and disparagement of the
SQUARE Marks and will diminish the value of the marks in violation of 15 U.S.C. §§ 1052,
1063(a) and 1125(c).

27.  For the foregoing reasons, the registration sought by Applicant are
contrary to the provisions of the Lanham Act, 15 U.S.C. §§ 1052 and 1125, and Opposer would
be damaged thereby.

/11
/11
/11
11/

Mark: ESQUARE
Serial No.: 85/670,848
Opposer: Square, Inc.



WHEREFORE, Opposer prays that this Notice of Opposition be sustained and
that the Application be rejected.

Respectfully submitted,
FENWICK & WEST LLP

Date: April /7, 2013 JZ‘J to 4 é&“v["cé\
Connie L. Ellerbach, Esq.
Attorney for Opposer
FENWICK & WEST LLP
Silicon Valley Center
801 California Street
Mountain View, CA 94041
(650) 988-8500
trademarks@fenwick.com
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CERTIFICATE OF SERVICE

The undersigned declares that:

I, Anita Ersoy, am employed in the County of Santa Clara, State of California. I am over the age

of 18 and not a party to this action. My business address is: Fenwick & West LLP, Silicon Valley

Center, 801 California Street, Mountain View, CA 94041.

On April 10, 2013, T caused to be served the attached:

NOTICE OF OPPOSITION

on the parties in the subject action by placing a true copy thereof as indicated below, address:

Eric Winokur

e2 Auto LLC

3131 S. Bascom Ave. Ste. 210
Campbell, CA 95008-6754

(XX) BY U.S. MAIL: Iam familiar with our business practices for collecting and processing of mail

()

)

)

true and correct.

Date:

for the United States Postal Service. Mail placed by me within the office for collection for the
United States Postal Service would normally be deposited with the United States Postal Services
that day in the ordinary course of business. The envelope(s) bearing the address(es) above was
sealed and placed for collection and mailing on the date below following our ordinary business
practices.

BY PERSONAL SERVICE: I caused such envelope(s) to be delivered by hand on the office(s)
of the addressee(s).

BY FEDERAL EXPRESS: I caused such envelope(s) to be delivered to Federal Express for
overnight courier service to the office(s) of the addressee(s).

BY FACSIMILE: I caused a copy of such document(s) to be sent via facsimile transmission to
the office(s) of the party(s) stated above and was transmitted without error.

I declare under penalty of perjury under the laws of the State of California that the foregoing is
April 10, 2013 %17% é

Anita E. Ersoy

27350/00070/DOCS/2873638.1
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Starbucks and Square to Team Up - NYTimes.com

Ehe New ork Times
FROM THE MMRECTORS C
uTTLE MISS SUNSHIN

August 8, 2012

Starbucks and Squareto Team Up

By CLAIRE CAIN MILLER

SAN FRANCISCO —Cash moved one small step nearéistdeathbed with the announcement on
Wednesday that Square, the mobile paymerasgaip, would form a partnership with the
Starbuck<Coffee Company.

This fall, Square will begin procesg all credit and debit card traactions at Starbucks stores in
the United States and eventually customers wikhbke to order a grande vanilla latte and charge it
to their credit cards simplyy saying their names.

Though smartphone payments have a long way to §ré¢hey replace wallets altogether,
Starbucks’s adoption of Square will catapthle start-up’s technology onto street corners
nationwide, and is the clearest sign yet thmatbile payments could become mainstream.

“Anyone who's going to break the mobile paymemarrier in the U.S. has to overcome the
resistance to try anything new when everything \weeworks really, really well, even cash, which is
very convenient,” said Bill Mawar, director of the Institute fdvloney, Technology and Financial
Inclusion at the University of California, Irvine.

“But if a big merchant jumping into some mobile pagnt solution signalt other merchants that
there is an opportunity here,” he added, “thaghichange the psycholodyr other merchants.”

Starbucks is also investing $25 million in Squasepart of its latest round of financing, which
values the company at $3.25 billipand Howard D. Schultz, Starbucks’s chief execytiid join
Square’s board.

Starbucks has offered its own mobgayment app since last year and processes monreamaillion
mobile payments a week. Customers wdhtinue to be able to uselityt they will also be able to
use Pay With Square, Square’s chlime app, which eliminates even having to takepthene out of
your pocket or sign a receipt.

At first, Starbucks customers will need to show therchant a bar code on their phones. But when

http://www.nytimes.com/2012/08/08/technagjg/'starbucks-atk-square-to-team-4ohtml|? r=1&... 8/20/2012



Starbucks and Square to Team Up - NYTimes.com

Starbucks uses Square’s full GPS technologycthegomer’s phone will automatically notify the
store that the customer has entered, and tktoouer’s name and photo will pop up on the
cashier’s screen. The customer will give therahent his or her name, Starbucks will match the
photo and the payment will be complete.

Even though Square’s app hiasen well reviewedit has not caught on with shoppers, which has
been Square’s biggest challenge as it tries to edp@hat is in large paftiecause of the limited
number of merchants that accgm@yments that way. Most of Square’s users are saslinesses,
like farm stands or cafes that alsse Square’s credit card reader.

Starbucks, which will be far and away the larglegsiness using Square, could change that.

“Starbucks is one of the largestgamizations in the world, takingchnology like Square —simple,
fast and focused on customer experience —andgbrgnit to a massive scale,” said Jack Dorsey,
Square’s co-founder and chief executive.

Square, which was introduced in 2010, is one ohglausinesses —like Google, PayPal, Sprint and
Microsoft and start-ups like Scvngr and GoPagthat are trying to offemobile payments. But

they have been slow to catch on because thgyire the cooperation of many players, including
retailers, credit card companies, banks, celipé carriers and phone makers. And Americans have
been just as happy to pull out their crecards as their cellphosdo make a payment.

Denee Carrington, a Forrester analyst who recemtbte a report on mobile payments, said that
mobile payment providers would need to offezcanpelling, safe and convenient experience for
shoppers, and that the applications would have &ike good use of threpersonal data, like
spending habits, to offer valuable services.

Forrester estimates that 30 pent of American mobile phone owners are interestegsing
mobile payments, based on a survey polling abo&@@,adults in the United States. It found that
younger consumers are the most amenable to usirglenwallets. Still, it predicts that it will take
another three to five years before mobile paynsaeach critical mass ithe domestic market.

“We are still in the early days of mobile paymerspecifically, but the market is accelerating,
especially the amount of innovation that’s happey in the marketplace,” Ms. Carrington said.

Square has so far been most playwun small coffee shops, but Mr. Dorsey and Meh8Itz said that
even though the start-up was now doing busswith the nation’s biggest coffee chain, the
partnership would benefit those athbusinesses. More customerdlwave the app, they said, and
it will show small businesses near Starbucks stores

http://www.nytimes.com/2012/08/08/technagjg/'starbucks-atk-square-to-team-4ohtml|? r=1&... 8/20/2012



Starbucks and Square to Team Up - NYTimes.com

“My hope is that by creating a hanal footprint for Square technology in all Stadks stores in the
U.S., that it will be a catalyst for Square to getess to tens of thousandf other small business
and democratize payments,” Mr. Schultz said.

Brian X. Chen contributed reporting from New York.

http://www.nytimes.com/2012/08/08/technagjg/'starbucks-atk-square-to-team-4ohtml|? r=1&... 8/20/2012



Starbucks Invests $25 Million in MdkiPayment Provider - Businessweek

Bloomberg Businessweek

News From Bloomberg

Starbucks Invests $25 Million in Mobile Payment Provider

By Leslie Patton and Danielle Kucera on August 08, 2012
http://www.businesseek.com/news/2012-08-08/starbucks-invests-25-million-in-mgiaiienent-provider

Starbucks Corp 9BUX), the largest coffee- shop chain, wileuSquare Inc.’s payment system in 7,000
stores and invest $25 million in teB&artup, making it easier for custorméo make purchases with mobile
phones.

Starbucks Chief Executive Officer Mard Schultz will join the board of Square, which was started in
2009 by Twitter Inc. co-founder Jack Dorsey. Squaretsveme lets merchants accept electronic payments
on their own hardware or through a dmvthat plugs into a phone or tablet.

Starbucks is marrying its own mobitdnone payment program with Square’s transaction-processing tools,
angling to make it as easy as possible to buy & #tits U.S. stores. Thevestment is part of $200

million in funding that gives San Francisco-baSegiare a valuation of $3.25 billion, a person with
knowledge of the matter said.

“Every tech company is trying to crack the code eimaise down how tmonetize their business in regard
to mobile and mobile payemts,” Schultz said in an interviefit’s the fastest-growg opportunity we’'ve
ever seen in terms of customer acceptance.”

Starbucks already processes more than 1 mitliohile purchases a week in the U.S. through its
smartphone app, and has logged more than 60 million since its introduction, Schultz said.

Starbucks App

The Seattle-based coffeeelarer last year expandéd mobile-payment programs in the U.S. by offering
the Starbucks applidah on Google Inc. 60O0Q’s Android software. Thepp, which is also available
for Apple (AAPL) Inc.’s iPhone, lets users buy coffee and piteans with a Starbus card by scanning a
barcode on the screen of the phone.

Square’s software will similarliet Starbucks customers pay byrstimg an enabled phone -- only Square
will now process the payments, Dorsey said. Squaiedlly charges merchants a flat rate of 2.75 percent
to process credit-card transactions.

“We’ve always built the company and the technology around the idea of it being used by an individual all
the way up to the largest organization in the worRifsey said in an interview. “It should scale
effortlessly betweethat range.”

The market for mobile payments may top $170dsilin transactions by 2016pmpared with about $60
billion last year, according to Juniper Research Ltd.

http://www.businessweek.comrinter/articles/303216¢pe=bloombeq 8/20/2012
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But Square faces formidable competitors and major hurdles o becoming a farce with big
retailers and corporations, "While Square is new, Iit's just facilitating a 50-year-old payment
mechanism -~ mag-stripe cards,” says Nick Holland, an analyst at market researcher
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fray, Joining PayPal, Intuit and ecores of others. It is a gold rush," Holland says.

Squaring up

Since it device and app became avsilable last yeer, Square has gained more than
800,000 custorners, who typically pick up Square for free through the company's website,

http://www.usatoday.com/money/smallbusiness/story/2011-12-05/mobile-payments-square... 4/17/2012
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or with a rebate fram retail stores including Apple, Best Buy, Wal-Mart, Target and
RadioShack.

Smaller businesses primarily use Square's small white plastic device, which plugs into the
headphons Jacks of mobile phones and tablets, to perform transactions.

The stari-up has grown quickly by rising capital from tha likes of Visa and ventura caplial
firm Klelner Perkins Caufield & Byers and Sequola Capital, and enlisting heavyweights
such as Sun Microsystems co-founder Vined Khosla and former U, 8. Treasury secretary
Lawrence Summers to its board of directors.

When Square landed $100 million in funding in June, some analysts pegged its market
value &l more than §1 biion, Virgin Group head Richard Branson invested an undisclosed
multimillion-dolar amount in November,

Square's card reader and apps have caught on becauss of the "iransparency and
simplicity” the company has brought io transactions for buslnesses, says Keith Rabois,
Square's chief operating officer,

Customers who purchase smartphones at Best Buy often pick up a Square Reader in the
process, says Robert Sisphens, chief technology officer at the retafler.

The feisty, 200-person private company based here, has no intention of ceding its place
as @ favorite among pop-up shops and individuai entrepreneurs.

"Square s hitting its stride," says Holland, "When they first started, | thought: 'Not a
chance.' But it has found many niche markets, it's free, and it improves cash flow for small
businesses, which many live and die on."

Early adopters of Squars attest to its simplicity. Saye Miki Nishthata, owner of Heflo
Bicydes in Seattls: "Thers is no risk in slarting with Square, and ne cost 1o have it
available, even if nof frequently usad,”

Joey Garza, a private massage therapist in Houston, says he wanted to bypass the week-
Jong wait for getting & standard point-of-sales system, Jt took just a day with Square, which
he says has saved him saveral thousand doflars since he bacame cne of the first
marchants to use it in October 2010. He credits low-cost fees associated with Square.

Square was up and running in ne time at Zeraz, a maker of hand-crafted wallets in
Columbus, Ohio, "We did not want to have a traditionat point-of-sale and link to some
dunky register slapped to a counter,” says Zeroz awner Paul Westrick.

Traditiona) point-of-sale systems require an upfront iInvestment and manthly fees. Square
sidesteps that through the use of smariphones and tablets, says Rick Oglesby, an analyst
at market researcher Aite Group. Square charges merchants a 2,75% fee for each
purchase,

Heady competition

The promiae of mobila payments has made for a stampede of companies getling into the
business.

They'Te drawn by forecasts that mare Americans than ever will buy smartphones and
tablet computers this year, raising consumer electronice sales 5% to a record of $150
blilion in 2011, says the Ceonsumer Etectranics Association,

Yet the mobila-payments market is growing more slowly than proponents expected,
Gertner say. Mass-market adoplion for such payments is at least four years away.

Less than 6% of U.S. adults anline have used any type of mobile payment, although moere
are expressing interest — 18%, up from 11% In 2008, according to a Forrestsr
Technographica survey this year, But cansumers who do use moblle payment technolagy
are regular users, the survey found,

A look at some mobile-payments compelitors:

hitp://www.usatoday.com/money/smallbusiness/story/2011-12-05/mobile-payments-square...
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customers make person-to-person payments using an e-mail address or mobile phone
number,

e Gopgle-in-Sop 7
Communication {NFC) wireless technology for one-tap payments. By some reports, the
-market-for-NFC —— which- Square-does-not utilize — is expected to grow, with-an -
increasing number of smartphones embedded with NFC chips inside.
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Google's Wallet application incorporates jts own type of loyalty program, tailored to

automatically apply rewards when a customer spends money al participating businesses,
Google also ties in featured cffers from lis SingleTap partners such as Gap and Jamba
Juice, applying any discounts to the purchase with a simpla wave of the NFC-enabled
device,

©2012 UIA TODAY, & division of Bannett Ca, e,

"We work with existing (cash) registars as a complementary technelogy,” says Marc Freed
-Finnegen, senior business product manager for Google Wallet, Soms 140,000 marchants
use the service, induding the Gap, Jamba Juice and Foot Locker,

*PayPal is the leader in mobile payments, with a projected $3.5 billion this year, vs, $750
million in 2010. H boasts 103 mitlion active users, and in the next 12 to 24 menths, it plans
to unveif technologies that give consumers the choice to "swipe, enter or tap” mobile
devices when they pay.

In the past two ypars, consumers have become mare tomforiable making payments with
mobile devices, saya Sam Shrauger, vice president of giobal product and experience at
PayPal,

Intuits GoPayment has partnerad with Venzor \Wiretess and ATA&T to roll cut a mobile
peyments strategy for its 8 million small-business customers that generate $2.6 trillion, or
nearly onefifth of the U.S. GDP,

»Another contender, WePay, ls a webslte that lets anyone send bills, sell tickets or accept
payments. No merchant sccount, wabsite or progranming Is required.

+ [n May, Visa anhounced a new product to make # simpler for cansumers to make mobile
payments and to shop online, with a user name and password instead of eptating a 16-
digh card number and shipping/billing address. Last month, Visa unveiled lts name for the
praduct, V.me by Visa. V.me wilt integrate Visa's NFC-based contactiess technology, Visa
FayWave, which it has also licensad 1o Google Wallet and Isis.

It adds up to heady competition for Square which — desplte blg investments and a high-
prefile board — Is "not on the radar, (from) a global retail perspeciive,” saya Matt Kaden,
senior asseciate at investment-banking firn Net Worth Solutions. "To be fair, it Is focusing
on individual entrepreneurs end pop-up type shops, They are creating a new model that
caters well to smell businesses.”

Compelling as it is for many merchants, it's undear what impact Square will have on POS
systems, says Intemnet snaltyst Greg Stering,

"One thing Is sure; Square will be either acquired by a financial institution or go public,” he
says. "That's net a bad scenaro."

New products aimed at larger businesses
In the past few months, Square has taken steps toward serving larger businesses!

+ Last month, Square said its raader and app now works wirelessly with cash drawers and
recelpt printers that merchants already own. The Square Register, available since May,
tums IPads Into cash registers,

http://www usatoday.com/money/smalibusiness/story/2011-12-05/mobile-payments-square... 4/17/2012
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« An update to Square's app for iOS and Androld, also available In November, includes the
ability to automatically provide layaity discounts for regular customers.

* Square's recent Card Case application lets consumers "Pay with their Name® at nearby
merchants. Card Case uses location data to determine where a user |s so that person can
pay for things using credit or debit cards finked ‘o their Square account.
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The headquarters of the start-up Square would be the absolute worst place to play hide-and-seek. There are no
offices. Executives sit in open cubicles. All of the conference rooms, farge and small, are surrounded by walls of
clear plass. The only real place to hide, thankfully, would be the toilet.

This openness might seem odd given what Square does. It manages more than $2 billion a year in credit card
transactions made through mobile phones, But the company is set up this way by Jack Dorsey, Square’s chief
executive and co-founder, for a reason: to promote trust and transparency in its employees, which it hopes will
translate to its customers, Design, he believes, has the power to determine a distinct mind-set, something he
needs if Square is to succeed as a mobile payment system.

If Willy Wonka built a financial institution, instead of a chocolate factory, it would look something like Square.
During an interview at the company’s San Francisco offices with Mr. Dorsey, we sat at a square table, in a
square glass conference room — all of which are named after a famous town squares from around the world.
Mr. Dorsey was eating nuts out of a square bowl. (Don"t worry, the nuts were still round, T checked.} Employces
are even referred to as Squares.

“We believe strongly that the company is going to be reflected in the product and vice-versa,” Mr, Dorsey said.
“The internal matches the external and the external matches the internal, and if we can’t provide a clean, simple,
well-designed experience in here, it’s not going to be reflected in our identity. It’s in our DNA.” (Mr. Dorsey
also is the chairman and co-founder of Tywitter, where his obsession with openness is not as extreme.)

Square also borrows metaphors from traditional institutions, including the old United States Mint building,
which sits across the street from the company’s office, “It looks like something that is built to last; it looks like it
will stay up forever,” he said. “So how do you build that into pixels instead of stone?”

For centuries banks were built with thick stone walls, marble slab floors and heavy metal doors, all of which
gave customers the feeling that bankers were dependable and trustworthy.

Square transactions primarily occur on & small plastic plug, inserted into a smartphone’s headphone jack,
through which people swipe credit cards.

A hefty chunk of marble it is not. Square’s front door to customers is a smartphone application. Square has to
provide the simplest experience possible, Mr. Dorsey believes, because, along with good design, it will evoke
trust and confidence in a new financial institution that lives in a smartphone.

“We need to build something that never gets in the way of our users doing what they want to do,” he said. That
concern is necessary because Square lacks the money to use mass media to show people how it works. When
JPMorean Chase introduced a new mobile feature that gave its banking customers the ability to deposit checks
with their mobile phones, the financial behemoth spent millions of dollars on charming television and print ads
of newlyweds in bed getting their wedding haul of checks into the bank.

Square has accrued a million customers just by word of mouth. That’s a tiny portion of all merchants accepting
credit cards, so it still has a lot of work to do. “Traditionally in a financial institution, you have massive barriers
to working together, you have a risk-averse culture and you have a lot of fear,” Mr. Dorsey said, “It’s rare for a
financial institution to focus on design first.”

http://bits.blogs.nytimes.com/2012/01/15/disruptions-design-sets-the-tone-at-a-new-start-up/  4/17/2012
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While the approach sounds very New Age-Touchy Feely-California, Silicon Valley companies have shown over
and over again — think Apple, Google, Intuit -— that clean and thoughtful design can win converts to a new way

of doing things.
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spokesman. “We're basically trying to make sure we're
keeping up with our donors and embrace the new
technologies they're embracing.”
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the father of cne troop member who worked there realized that many of his colleagues did
not carry eash, according to Advertising Age.

Lucy Bernholz, an expert on the use of technology by nonprofils, said this could have
enormous potential. “It's a no-brainer,” Ms, Bernholz said, “I's frictionless and will make
it s0 easy to give that if the person ringing the bell can get your attention, there's no excuse
any more because chances are you've got a eredit card in your pocket.”
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Jack Dorsey, Square's co-founder and chief executive, who also co-founded Twitter, is
confident that Square is simpler than other methods of digital fund-raising because all it
requires of a donor is to swipe a card and sign.

“Ingtead of training people on an entirely new behavior, an entirely new way to pay, we just
nge what they know,” Mr, Dorsey said. “Tt doesn’t require them to learn anything new and
it doesn’t require the merchant or organization to learn anything new.”

Though 800,000 merchants accept $2 billion in payments a year using Square devices,
they are mostly small ones like farmstands, bair galons and taxi drivers, and many
shoppers have not seen it in action.

The Salvation Army plans to put Square to use at 10 locations each in Dallas, San
Francisco, Chicago and New York, Bell ringers will carry Android smartphones donated hy
Sprint Mextel that are equipped with Square’s postage-stamp-size card reader and two
apps, one from Square and one from the Salvation Army. Donors swipe a card, just as they
would at any ¢redit card processing terminal, and the money goes into the Salvation
Army’s account.

Square, which charges a 2.75 percent fee on every transaction, a majority of which goes to
the credit card companies, uses the same security measures as financial institutions and,
the company said, has an added level of safety because the payer must be present to wake
the peyment.

Greater use of credit cards also helps the Army reduce the theft that nonprofits might
experience when cash is collected in small amounts

Three years ago, the Army added traditional credit card processing terrninals to the Red
Kettle Campaign with mixed resnlis — it gathered just $60,000 that way in 2c0g, the last
year the program was used nationally. In comparison, more than $148 million in coins and
hills were tossed into the Army’s red ketiles in 2010,

“The credit card terminals really haven’t been a blockhuster, Il be candid,” Major Hood
said. "The winter elements have been a negative, people have to go through a process of
entering data, and it's just generally more enmbersome than we think Square will be.”

The partnership was the brainchild of William Raduchel, an invesior in tech start-ups who
has worked at Sun Microgystems, AOL and Xerox and who sits on the Army’s national
advisory board, “When I saw Square, I realized immediatety the implications for the Army
in terms of getting money,” Mr, Raduchel said.

After playing with Square a bit himself, he got in toueh with Vinod Khosla, a friend whose
yenture capital fund is one of the company’s biggest investors, and asked for an
introduction.

He has already used Square's device to donate $1,000 to the Army, and said that despite its
age, the organization was open 1o new technologies,

“The Army does listen to advice,” he said. “It may not agree and sometimes it fakes a while
to convince the top managers, but in this case, they were very fast to conclude this made
senae for them.”

Mr, Dorsey said that marrying a cutting-edge technology with an institution established in
1865 was fitting. “It definitely is a throwback, hut that age was an age of curiosity and
innovation and particularly eraftsmanship,” he said, “and as we build the produet, we're
thinking about craftsmanship and details and experience,”

This article has been revised to reflect the following correction:
Correction; November 18, 2011

An article on Wednesday about the Solvation Army’s experiment with accepting donations
by mobile payments misstated the year the organization was established. It was 1865 —
not 1852, which is the year its founder, William Booth, started preaching,
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Wwhen Miki Nishihata opened Helio Bicycle in Oclober
2008, he had some ceol ideas for drimming up
business. He stocked the quirky bike shop in Seatte's
Beacon Hl neighborhood with an lce cream machine
and an espresso maker—big bits, of course, But he
was missing one important feature: His was one of 26
milllon U.S. emalt businesses that don't accept credit
cards.

"Credit cards and me didn't get along," Nishihata explains, citing "exorbitant” monthly fees, long-
term contracts, the cost of buying a card reader end the need for a dediceted phane line. As a
cash businass, he did OK, but feit he was likely Josing out on some sales.

Then, a customer introduced him to the idea of mobile

Related paymenis, "] heard about this thing called Square, and that all |
Threa Sleps for Getliing Starled = N@eded was a smartphone and | could take American Express
in Mabile Commerte cards without anybody having fo pay extra for it," he eays.
Threa Ways Entrepreneurs Are
Using Mablie Commerce to In January 2011, Nishihata signed up with Square, received a
Grow froe card reader and began taking credit cards, The result? The

number of transactions at Hello Bicycle doubled Jast year, and
revenue nearly tripled compared to 2010, Further, he's thrilled
with the ecofriendly paperess system and his abillty to track

the shep's transactions five fram his office about 8 miles away.

8 Reader Comments.
Share yolr thotights

Nishihata's situation is not unique, Joey Garza, a sporls
massage therapist and owner of Houston's Urban Therapy, joined the waiting list tha moment he
feamed about Sguare. Afler getling his reader, he experienced a 10 percent increase in dients in
the first couple of months,

http://www.entrepreneur.com/article/222459
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*It was a tuming point for me,” he says. The system allowed Garza to lake payments wherever
clients wanted to maet, assuaging people who were uncomferiatle carrying cash around. In fact,
70 percent of Lirban Therapy's custorners prefer to pey by credii card, and Garza says he's
prubably twice as busy as peers who only accept cash.

Maobile systems are fransforming the payment environmeni. According to investment bank
Barclays Caplital, U.5. moblle commerce sgtes—that is, purchases made on smartphones and
tablets—hit $5.3 billion in 2011, up 83 percant from the year before, Generator Research, a
consulting firm specializing in digital media, projects that by 2014, usage by consumera will grow
600 percent to 490 milion worldwide.

"If's a better way," says Mark Herrington, executive vice president of giobal produci management
and inncvation at First Data, an Atlanta company that handles payment proceseing and
verification for 4.1 million U.S. merchant locations and provides partner services for the Google
Wallet mobile payment system. "At the beginning Jof 2011], we asked people how fong it would
take for phone fransactions to surpass credit cards, and most said 10-plus years. Now it's three to
five, because it's become clear that consumers, espacially younger generations, are passionate
about mobile phones and make shopping choices based on how they wanl to pay.”

And there's more in it for business owners than increased sales, notes Grag Hammermaster,
president of McLean, Va.-based Sage Payment Sciutions, which recently added a mobile
acceplance device t ils sulte of services, {A pilot pregram with the Gil Scouls has ylelded
“incredible” results, he says, with customers buying three to four boxes of cookies instead of just
one,) Hammermaster belleves the real opportunity lies in innovaiions that improve business
processes, "Think ebout invoicing, remittances—anything whete thers is a payment transaction at
its core," he says. "All these are mobila apps wailing to happen and will bring so much more value
to business owners."

Chances are, you've already encounterad mobile payments {and expetienced the rush of writing a
signature with your finger} in the form of dongle-based technology, recognizable by a cerd reader
that attaches to a mobile device via ils audic jack. Such systems are fast becoming a familiar sight
at food-truck festivels and crafts fairs.

The commanding Ieader in the dongle fietd is Square, the company that kicked off the trend in
May 2040 and Is now working with household brands like Visa. Square has more than 800,000
readsrs jn clrculation, despite complaints by some merchants about customar service and
unsatisfaciory user exparence with smarphones, {The iPad geis star treaiment,)

Square got its start in early 2009, when Twittar co-
founder Jack Dorsey heerd that his one-time boss,
glass arlisan Jim McKelvey, lost out on a $2,000 sale
because he didn't accept credit cards. Dorsey figured
thet since pecple were walking around with the
equivalent of a personal computer in thelr pockets,
he could hamees that technology and come up with
a better payment system.

It took just a month for Dorsey and McKelvey to
develop the Square code and hardwere, and an
additional year was spent nevigating the legat and
risk constrainls within the finencial senvices systen.
The result: Square merchants can begin accepting
credit card payments In less than a minute, with no
credit chack, and the money from tranzactlons is
deposited into their accounts the very next day,
(Typically, setting up & merchant account requires an
applicatioh and long waiting process, followed by
mounting fees if you're lucky encugh to get
approved,)

it's hlp to be Squnrs faunder Jaik Dorsey.
Phetod Winnl Vitntarmeyer

Relatud: There's Something About Jack Dorsey

http://www.entrepreneur.com/article/222459
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Sguare COO Keith Rabols says Square's mission I3 to make the tuying and selling process more

transparent, after years in which credit card systems have geined a negatlve reputation for
confusing structures that often include hidden fees. "We obviated all that,” he says. "The process

of buying and sefing on Square really stande cut, and consumers whe run businesses on the side,

like SAT tutoring or a farmers market atand, immediately see the value."

Indeed, since the official faunch in October 2010, the amount of payments processed has doubled

every quarter, and the company is on track to process $2 billion in payments annually.

North American Bancard (NAB), a $400 million private payment processing company based just
outslde of Detrait, jumped into the dongle payments game last February with the release of Pay
Anywhere, an app and card readar abaut the size and shape of an orange slice.

NAB founder Marc Gardner realized mobile was a great oppartunity in 2001, when he first
encountersd the technology in Europe while on a shopping expedition with his wife, "The sales
clerk came by with a wireless credit card machina while my wifa was trylng shoes on,” he says, "I
thought that was pretty elick, but it wasn t until recently that the technology caught up to its

patentlal.”

Enroliment in Pay Anywhere is "exceeding our most
mggressive expectations, and it's going to continue to
grow astronomically,” Gardner says, adding that
thousands of business owners are signing up every
month, wooed by 2,69 percent transaction fees
(smong the lowest in the markat), free hardware and
cool software features like business analytics and
the ability to taggle between diffarant accounts on
the same devica, All in all, its a betier user
experience for a more atfordable price, which is why
NAB has halted purchases of mobile credit card
terminal hardware In faver of s own Pay Anywhere
solution, for & savings of $3 millien last year.

The headline-maker in mobile payments for 2012 is
expected to be near field communication (NFC)
technology. Google has already tapped Into this with
Googie Wallet, a service that allows customers to
pay by merely tapping thelr phones—those ioaded
with card information embadded in an NFC chip—~
against a contact sales reader, The system has been

Ewiping ol the rompatiion: Marc Gatdner, founder of
Narth Amerizan Bancard, e maker of Pay Anywhere,
Phatol Tom McKehzle

adopted by chains like Pesta Coffes & Tea, and there are severel hundred thousand readers in

circulation,

NFG technology will face scme competition this spring and summey. That's when tsls, @ similar
mokbile platform representing a joint venture batwesn AT&T, T-Mobile and Verizon (telcos that
have access to 220 milllon handsets and existing relatlonships with credit card companies), ralls
out in Salt Lake Ciy and Austin, Texas—befors a planned nationwide kaunch In 2013.

“Consumers carry up 1o B0C million credit cards between them, and when you put that together
with the connectivity of the mobile phone, thera's potential to really change the way consumers

shop, pay end save on a cultural scale,” says Isis head of marketing Jaymee Johnson, adding that
the system can also read Joyalty cards and coupons. “One tap of an NFC-capable phone, and you

can do it al."

Susan Davenport, senior vice prasident of global lechnology inifiatives for the Austin Chamber of
Commerce, expects |sis to do well because of the city's tech-savwy, early-adopling demagraphic:
69 percent of the population Is younger than 45, induding more than 146,000 college students,

"Plus, if you Jook at the city's community of 35,341 private businesses, we have 3,044 in the tech

space, and those tech companies employ about 95,000 people, ar 12 percent of the regional work

force,” she says.

Mobile commerce has Implications for more than just billing, Andrew Mikesell, m-commerce
produet director at Dublin, Calif,-based software company Sybase, says there are excling
possibilities for marketing. "There are now cpportunities to drive additionel business through the

http://www.entrepreneur.com/article/222459
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use of real-time and geographical offars, like the idea behind Groupon Now," he says, "Having the
ability to market to potential customers, in real time, to those within proximity, is awesome.”

Todd DiFacla, co-founder and president of Venice, Calif.-based CheckPoints, which specializes in
geolocational promo campaigns (check in, eam points, redeem for prizes), agrees, "That's the
magic of bricks and clicks,” he says. "You can be in a store and shop online anyway, or be walking
down the sireet getling messages {o shop at brck-and-mortar $hops.

"Ta us, this is a thrilling tima in history,” DiPacla continues, "Wa've been hearing 'mablle is the
future' for a decade or two now, and 6i some point we got jaded, thinking it never was going to
happan. Now with IPhone and Android phones, it's been nonstop acceleration,”

Aa for those business gwners who still haven't caught on to the benefits of mobiie paymentis? It's
only a mattar of time. Mobile solutions will get even better as enterprising individuals see new
areas for inhovation,

The opportunities are limitless. Dublin, Chio-based billing provider
AppNinjas is targeting established business owners who dont mind
paying @ monthly fes in exchange for a personal merchant account
and a dedicated banker; CEC John Waldron says the company's
Swipe app has been adding 300 to 500 merchants per month, Cther
companies, such as Jumio, are hoping to sliminate the hardware
aspeci entirely by allowing merchants lo scan credit cards with thelr
phone cameras, Stilt others are targeting specific types of businesses,
such as The Service Vault, which is releasing an Android app that co-
founder Josy Lane describes as a mobile payment processing
extension for ils web-based escrow platform. \With the app—aimed at
the service industry, particulardy construction and home repeir—a long-
term renovation project can be funded wpfront and the money held by

8 AppNinms' Swipe ¢ysiem has »
The Service Vault (for a 1 to 2 percent fee) until both sides are i e e e
satisfied with the result. deticated ruslomerasivic
upscelist.

Pholo courtesy of Apphlnjes
The payments industry—stagnant for decades—is suddenly bimming

with technclogy that's capable of changing the way businesses

operata and consumers view cumency. More important, the rise of mobile paymenis will enakle
small, local merchants to thrive where they couldnt before. After all, dedares Square's Rabois,
*going from not being eble 10 accept cards t accepting them is the simplest step 8 business can
take to grow.”

This artcle was orgingly published in the January 2912 print ecition of Exlreprenaur with the huadling: Power
RPay. .

Did you find this story helpful? Yes No Jump ta Comments
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Photo: Art Streiber

Conversationswith Jack Dorsey frequently veer into obscersubject matter. Job interviews
pivot into 30-minute disquisitionan the New York Yankese Press briefings transform into critiques
of Virginia Woolf novels. Aconment about Dorsey’s game-chamg startup, Square—which lets
anyone accept credit cards—triggers a lectaméhe history of mone Although his manner

suggests a taciturn introvert, calmdiching impressions ia notebook while theircus of life spins
around him, Dorsey can be dowght verbose when talking aboanhe of his seemingly limitless
obsessions—maps, journal-keeping, perambulationracio.

2 of 11 6/27/2012 4:51 P|
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This tendency can become a plar for the 35-year-al Dorsey, whose paekl schedule would
seem to afford little time for suathigressions. In addivn to his full-time jd as CEO and unofficial
chief design officer o6quare—one of the Valley's hottest startupshich recently sought a valuation
of $4 billion—he also sews as executive chair dfvitter, which launched in @06 by springboarding
off his idea that brief sneeze§communication could deepen mman interaction. As the driving
force behind the two startup dengs—and as a man who isten mentioned as the spiritual
successor to Steve Jobs—Dorseiisnajor demand by media boais, angel investment prospects,
and event organizers seeking edgy marquee namesgrave on trophiegOne recent honor: a
Lifetime Achievement Awardrom the Tribeca Film Festival.)

Today Dorsey has blocked off aslon his calendar to talkbout Square and how the company
hopes to infuse financial transaat®with a dose of human intimadye are sitting in the Taste tea
shop in the Hayes Valley neighthood of San Francisco.id midday, and we are the only
customers. Dorsey has selectetstteahouse because its custompay with Square; instead of a
register there is an iPad withéhncreasingly familiar white plais cube that accepts credit card
swipes. In addition, Taste is @&arly adopter of Square’s neweasdtering, which lets patrons pay
without even taking theicards out of their wallets.

But our discussion is sidetradakevhen the proprietor, Vincent Rg, starts a long and complicated
explanation of the various tea opiis. Dorsey—like Jobs—is interestedEastern thought, and after
listening to a detailed rundown tife exotic choices, he approvesnigs suggestion to try a dark and
musty chunk of Pu-erh tea fro@hina’s Yunnan Province. A few munes later, Fung appears at the
booth with a deep wooden tray and beginsarefully choreographed ceremony, pouring a
continuous stream of hot water owary cups. Then he pours waten top of a lid that partially
covers the bowl containing denselgicked cakes of te®orsey watches thetual and appreciatively
touches his finger toworn corner of the tray.

“That’s wabi-sabi,” he says.

Dorsey has lots to say aboutibi-sabja Japanese concept that beatay be found in imperfection
and impermanence. It's a complicated idea, invajuot just art but philagphy as well. “I'll send
you a book about it,” he promisd3orsey claims that this mysterioagsthetic is athe core of his
design philosophy, a simpiet lived-in quality that pleases drengages users on a profound level.
Dorsey's PR man—who has besiiting uncomfortably while ta tea has beeoffered, tiny

3of 11 6/27/2012 4:51 P|
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madeleines served, and not a wartdered about payment technologyrdlly speaks. “l love it that
you guys have been tallgrabout tea for 40 minutédye says unconvincingly.

But Dorsey is just getting startelh the spirit of wabi-sabi, | {fthim that Jobs once compared the
way the iPod ages to the weatherwigplue jeans. This sends Densoff on anothetangent, as it
becomes instantly clear thhe is not only an ardent admirerddbs but also astient of the denim
arts. At one point in his career gubefore starting Twitter, ht®ok a course impparel design,
thinking he might become ages artisan, and now he leagisthe chance to educate me.

Blue jeans, he claims, were origilly made for miners and sea dige Divers would break them in by
sitting in a bathtub untihe shrunken fabric embraced theigddike tights. Tle unintended side
effect was to transform each manctfared garment into anique item that cared the imprint of its
wearer’s shape, like a persalijournal written in denim.

Naturally, when choosing his ownges, Dorsey prefers pants thaflect that heritage. He is an
aficionado of those made by fashion desigBeott Morrison Dorsey notes thate plans to make a
pilgrimage to Morrison'shop in New York City’s SoHo disfeci, where they sell jeans made from
cotton handpicked in Zimbabwe amaven by craftspeople in Japa@nce, Dorsey says with quiet
awe, Morrison provided rigid, umashed jeans to dishwashersdtlew York City restaurant. They
wore them constantly in the filthsteaming kitchens, creating a béshiing pattern ofvear that was
painstakingly replicated by Momon’s jeansmiths. It's an elalbate process, all in the pursuit of
wabi-sabi.

The conversation is beginning sound like an episode Bbrtlandia coscripted by Aaron Sorkin
and Andrew Ross Sorkin. But Danghas really been lldng about Squarelbalong. Face-to-face
commerce today, Dorsey sayssixially impoverished. Human baja have been handling money
for thousands of years, buti# still an awkward, time-conswing, unpluggedand uninspiring
experienceWhat if it wer e beautiful?

Dorsey is trying to create magic in an industry wdnpeople haveot previously sought wonder and
delight. In short, he hopes to palh Apple on the ente financial world.

Dorsey first showed me his payment app in the summer2&09, when we met to talk about
Twitter. It was bound to be a diult conversation. Though he whsted as the chair of Twitter’s
board, and although the socialtmerk was his idea imhe first place, he thbeen effectively shut
out of day-to-day operations. Dagrelinquished the CEO post juss$ the service was becoming a
household word. Instead, cofodars Evan Williams and Biz Sterbecame the public faces of
Twitter, and Dorsey watched frothe sidelines as thdpok an extended victory lap, appearing on
The Colbert Report andCharlie Rose. Dorsey was perilously cloge becoming the Pete Best of
social media.

The Square Economy

Square may be best known for its donglet Dorsey says that'’s just the beginning. He eiovis the company as a vast
ecosystem that humanizes every actamhmerce. Its current pducts and services have already made a lot of
headway.—S.L.
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Square Card Reader
Who usesit: More than a million massage therapists, accourstaaii drivers ...anyone who wants to sell someghin
How it works: Vendors plug the free dongle into a smartphoneadphone jack. Customers swipe their cards andtbigrscreen with

their finger.

Square Register
Who usesit: Shops and boutiques looking for an alternative tash register.
How it works: The iPad app, which connects to a cash drawewiki, lets vendors set up buttons for each item in therestSquare

also provides merchants with free analytics.

Pay With Square
Who usesit: Customers and stores that like the idea of swipe-payments.
How it works: When consumers download the app and walk intoréiggpating business, their name and photo pop nphe store’s

iPad. Customers pay by giving their name and camedd a tip later.
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Still, he shrugged off the humaltion, insisting he had voluntest to step down. “l think |
rationalize it by saying Twitteis certainly bigger than me, biggghan anyone in the company. |
hope we dont get bogged downttviwho the face of thcompany is.” But went it tough? “ltwas
tough,” he said. “l have honestheen working on this concept foke 15 years.” (Later, in a less
guarded moment, he would admitwoiter David Kirkpatrick thathe departure hit him like a
punch in the stomach.)

After we finished our Twitter digession, Dorsey asked me casuallyether | wanted to see what his
new company was all about. Its nam®quirrel—was not particularly deriptive. He took me to his
apartment in a high riseverlooking the bustling plaza tfe old US Mint. The half-renovated
one-bedroom looked more likeconstruction site-cum-makeshift office than a dal. Young
engineers were tucked into dusty corners, workiwgyat their computes. Hovering over the
kitchen counter, Dorsey explaidé¢hat he was going to empomeveryone to accept cashless
payments.

He took a piece of white plastshaped roughly like an acornmamed it into the earphone jack of
his iPhone, and asked me for my citezhrd. When | produced it, hmviped it through a slot on the
acorn. Then he had megysithe screen witimy finger and enter my eail. When | checked my own
iPhone, | had a message notingth'd paid Jack Dorsey $1. Boogle Maps image marked the
location of the transaction. Dorsesas beaming like a proud parent.

Squirrel came about ia strange way. When Dorsey wa®wing up in StLouis, he became
fascinated with computer programming—'I'mgaeat programmer,” he sayis a rare moment of
boastfulness. (He elaboratdmt his style is sparse and wslfuctured—'like Twitter.”) As a
teenager, he had a summer int&nip with an entrepreneur amgthssblower named Jim McKelvey.
Even at 15, Dorsey was impressamough that he was gindots of responsibily, far beyond that of
the average intern. McKelvey drDorsey remained friends thughout the youger man’s early
endeavors: working for a sipatch service in New York City, styithg botanical illistration, training
as a massage therapistgdaimally creating Twitter.

Then, shortly after Dorsey left Twter, McKelvey remarked during phone conversation that he had
lost a recent sale—a $2,500 blowglass bathroom faucet—becauds customer could pay only with
a credit card. As McKelvey recountelis tale to Dorseyboth of them with iRones pressed to their
ears—they realized that a busssewas literally at had. Those smartphonésd more processing
power than entire banks did deles earlier. Why codh't they process credit card payments?
(That story has attained near-legendary status Hikrre Omidyar’s Pez dpensers or Steve Jobs’
visit to Xerox PARC. But the detailare in some dispute. As Dorde¥is it, the customer was in the
store and wouldn't run out to get cash. McKelvegwever, says the customer was calling from
Panama, and he couldn't accept American Express.)

Not long after that conversatiom, February 2009, Dorsey, McKaly, McKelvey’s wfe, Anna, and a
friend named Greg Kidd drove north of Sarakcisco to a Muir Beach restaurant called Bteécan
Inn. They spent the evening debating whether thleyuld start a company based on the idea that
the world needed an easier way to make paymenp&rson. Eventually #y decided to do it. On
the way home, they stopdet a 7-Eleven to buy some watBorsey and Anna, wihstayed in the
car, saw a squirrel run eass the hood. It got Dorsey thinkingquirrels dart around and collect
acorns—it’s sort of currency for &m! And like the word twittersquirrel can also be used as a
verb—people “squirrel” away their treasur@&iarsey could instantlgnvision acorn-shaped
hardware—awesome branding!

Within 10 days, Dorsey and hisam had whipped up a protog/pRobert Andersen, a product
designer for Apple who'd written a@arly Twitter app, was one ofeHirst to see a demo. “l thought
it was really bizarrehat you would swip@ card reader through an augaak,” he says. Actually, it's
brilliant—a credit card’s magnetic strip stori@esormation much likehe tape does on an
audiocassette. Dorseytsam also designed thievice to be powered lilie energy generated during

6/27/2012 4:51 P|
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the actual swipe. As a bonus, the sound it madenaine card zipped throtighe slot resembled the
squeak of a squirrel.

But the most outrageous part wasw easy it suddenly became fmyone to accept credit cards,
using a device they alaely owned. The process through whimhsinesses are authorized to accept
credit card payments is notoriously arduous an@sparticularly for small merchants. The issuing
banks demand multiple proofs of creditworthinesd @ile on extra fees. Square itself had difficulty
negotiating that red tape—it tookriger to get approval from Visand Mastercard to accept a swipe
than it did to create a prototgdor the entire paymdrsystem. “Our sign-uprocess takes literally
two minutes,” Dorsey says. “You emload an app, put in your name and address, ansdwee
security questions, link your b& account, and youre done.” Alersen saw the potential. Just as
Twitter democratized broadcasy, Dorsey’s new company would democratize the dreakd
industry. He quit his job atpgple and signed on with Squirrel.

Small problem: There was alrepad payment system named Squiriéhe team repaired to the
dictionary and found, not far from squirrelpew name. Asquare sfundamental shape that
suggests heft. Asquare deal is a fair one. wh@n two parties settledeal, they square up.

Square was positioned to disrupie payments industry, but it wasaut to topple the credit card
companies. Indeed, it could be admoto them; payments that wesace made witltash could now
be made with credit cards. (Sqeasharges 2.75 percent per swipe a@ives the vast majority of that
fee—the company will not say exactly how much-the card issuers.) So Psey met with some of
the biggest names in finance, like JPMorgara€h CEO Jamie Dimon andsd head Joe Saunders.
The demo won over the bankers. “Jamie has a Soneacer orhis desk,” Dorsey says. And Visa
became an investor.

Since then, Square has segghup more than a milllomerchants; it expects process more than $5
billion in transactions over the rel2 months. One symbol of itdiquity can be found in the lobby
of its headquarters: Anyone cannee in off the streeaind grab one of the 8@re payment dongles
that sit in a glass bowl othe receptionist’s desk, like lollipops a pediatrician’s office. Theyre free.
And just like that, youre credit card merchant.

A few days after our tea ceremony, Dorseéysitting outside anotheartisanal beverage shop—in
this case Café Grumpy in New MoCity’s Lower East Side—and quietly, sadly ackresging that he
never met Steve Jobs. “We were setting up a tima¢et—tha was my last email to him—but then
he got really sick,” Dorsegays. “l learned a lot frorhim, though, from afar.”

In many ways, Dorsey and Jobsuldnt be more different. In camersation, Jobs focused on his
products with laserlike intensitjdorsey’s sell is softer. Jobs’pfessional extroversion contrasted
with a fierce privacy about kipersonal thoughts. Dorseyaaigmatic in person but more
forthcoming about his inteéor state to the hordes who folldwm on social networks, doling out
aphoristic observations (“Life is short”), Instagngphotos that look lik@postcards from a Zen hobo
(telephone wires, empty bus seats), and surrealtsbuts to celebrity baddies like Larry King.

Yet when people talk about whoight fill the vacuum left by Jws’ death, Dorsey’s name keeps
coming up. Talented geeks onceedmed of working with Jobs; now they fantasize abmartking
with Dorsey. Keith Rabois, an early PayPal exeaiéimd a hot prospect, sage took tle COO job at
Square in large part beaae of Dorsey. “There att@ree things you need to as a CEO-founder,”
Rabois says: “Think strategicallgrive design, and dwe technology. Sompeople who are really
good at one can build a prefbundational company. Msi people who are vg successful are good
at two. But Jack is the only persamthe Valley I've metwho’s all three. He’s &irst-rate strategist, a
first-rate desiger, and a first-ree technologist.”

Like Jobs, Dorsey has proclivities that have leelphnim build something & cult of personality.
Every Friday he indoctrinatesew employees with a forced mch through the streets of San
Francisco, beginning at the sti@ of Mahatma Gandhi at therfg Building, heading into the
canyons of the Financidllistrict, and emerging imhe startup haven south of Market Street where
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Square resides. During the walkgrsey outlines what he callee Four Corners of Square. “It’s
something that codifies our ethic,” Isays. “l really spent a lot ofrtie on it.” But he is mum on the
details of this vaguely Masonic corte “If | told you, youd have to work herefie says with a tight
smile.

Dorsey also boasts a Jobs-likesession with design and detalil. éarly 2011 he became captivated
by the idea of using a wallet rtegphor in a Square app. Wdin Henderson, a former Apple
operating system specialist who now works a®fiware engineer at 8@re, says, “Jack got so
excited that he came wwork one day with a stack of 10 leatheallets.” For hours, Dorsey and his
team deconstructed every detail. He was espediailgl of the Herme8gHe adores the brand and
pronounces its name “air-MEZH,” alshe were raised in a dutyde shop.) The team designed a
digital wallet that faithfuly replicated its austere majesty, dowmthe stitchinglt even carried a
monogram, extracting initials frothe user’s registradn information and dnoping the trailing dot
after the second initial, just as Heé8s does. The credit cards, whiit into their slots at slightly
asymmetrical angles, westamped with hologramthat changed color when the screen was tilted.
But perhaps Dorsey’s most Jobsiaait is his knack for disruptingntire industries and forcing
them to follow his leadThe established companies that proaagschant transactions—like PayPal
and VeriFone—were caught off guhby Square. Now theyve launet competing offerings. PayPal
has created PayPal Here, with glish triangle-shaped card readérat the company says is more
structurally sound than SquareRayPal president David Marctisinks that albf PayPal's 110
million users will eventually adopt it. VeriFonddleader in credit card swiping machines, built a
Square knockoff called Sail, which s a flap that extends down tbhack of the smartphone. (Intuit
has offered its own mobile credit card system ,ethlGoPayment, since 2009.)

The message from those giants se¢mise, thanks, kid, we'l take ftom here. “There’s no question
theyve innovated,” PayPal's Marcsaiys. “It's been good for theesystem. And Jack is a good guy.
But people need a multichannel solution.” Jennieles, an executive vicpresident at VeriFone,
adopts a similar tack: “Square toaksleepy industry that was dgimhings the same way for years
and innovated. But that process is replicable.”

Dorsey is unimpressed. First of,dle thinks it's wongheaded to build thedlaps on readers that
plug into smartphones: “We ddnvant to add things—we take things away to maleahmore
simple,” he says, onagain sounding like Jobs. More bidg, Dorsey takes issue with the
implication that Square is too naive to compwith the ultrasophisticad finance industry. “Yes,
we're naive,” Dorsey say$But that's a strengtmot a weakness. We litdhahave fewer than five
people in a company of 250 who have worked in tharfcial idustry. So our approach is to
engineer and create and build athwe want to see(ln any case, should Dorsey get stumped on
some intricate issue of high finae, he can seek enlightenmdérmam former Treasury secretary
Larry Summers, who sitsn Square’s board.)

Square’s Rabois, the former PayRakc, has a harsher take on ¢l employer: “It’s sad that what
gualifies as innovation #re now is trying to replicate, piebg piece, something that someone else
is doing.”

If VeriFone and PayPal spent amuch time studying Jus’legacy as Dorsegid, theyd understand
the risk in mimicking anther company’s products. Indeed thne same way thaipple introduced
new versions of its devices just e@mpetitors caught up to itsgwious model, Dorsey has already
released the next iteration of Square—a swipe-¥igsion. It began at aall-hands meeting in late
2010, when Dorsey issued a challenge to his stlaffant to have a payment experience that’s so
smooth that when | walkud | won't be able to remember ielven paid.” Imagine if customers were
checked in automatically via WitRny time they walked into a participating stovéhen they
wanted to buy something, they could just give therchant their name. €jg'd never even need to
reach into their pocket!

The vision—swipeless pay,ybu will—was a logical extensioof Square’s mission of turning
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payment into an intimate expence. But instead of merchantsing all the work, this required
customers to download an app tddey dubbed it Car@ase. The first versio—which featured the
passionately designedgital wallet, including virtual creditards for each participating merchant
—launched in the spring of 20JAfew months later, wite interviewing withDorsey for a job at
Square, an Apple iPhone producainager named Shuvo Chatterjeénped out that, while he loved
the service, the wallet megthaor didn't really work“I'm collecting those cards, but it's not really
scaling,” he said. “In my real vllat, | don't have oneard for every merchant | buy from.” Dorsey
hired Chatterjee and madiém the Card Case produlead. In March 2012, #y released an update.
The beloved Hermé8s wallet wgsne, replaced by a cleaneténface that more effectively
promotes discovery of new placg®nce you establish a relationgtwith a merchant, it’s like
opening a bottomless ledger, one tkah easily handle thgs like loyalty programs.) The app also
acquired a new name, PaytWWiSquare, an indicatiothat it was no longea side project but had
become crucial to the companwysission. No dongle required.

Dorsey saysthat he learned a lot during €éhearly days of Twitter—iduding what not to do. “l
wrote down everything that happened at Twitanrd we corrected all eEnmistakes,” he says.
Twitter’s rise was hampered by managerial whiplasklfrequent outagesSo with Square, Dorsey
says, “we focused on the cultummediately. We focused on reliability and uptinvée focused on
having a design team immediately. Pretty megkrything was a reactiaiw those early years.”

In March 2011, Twitter CEO DicKostolo hired Dorsey back, botbr his design savvy and, as he
puts it, a “sincere appreciatidar the vision of thdounder.” Today Dorsegplits his time between
the two companies. “It's unusualubthe companies have a lot ofrp#lels,” he says. “Theyre both
utilities. They both can besed by a dynamic range—from indlvals to the largest organizations in
the world. They both have sociaspects; payments are just amet form of communication. Both
are exchanges of value.”

Some have criticized Dorsey’s dual role, argythat he is spreadingmself thin. “l will do
whatever it takes to maksure both succeed,” Dorsey insists$'s like two family members you care
for and love deeply.”

For Square that means continuingetgpand the company’s offerings it moves up the retail food
chain. Earlier this year, Squasaw the popularity of the iPad as opportunity to expand its
business beyond individuals toltique-level merchants. It relead Square Register, an app that
makes it easy to use aRad as a full-featured cash registéendors can set up buttons for each item
they sell, much as McDordis lets cashiers simply press Shakstead of entering the price. It can
also connect wirelessly to a cash drawer.

But Register’s real value that it offers sophisticated analytiftg free. Its users galata that allows
them to identify which produs are selling and when, and fueuversions will be even more
powerful. “As a customer enters theinity of the establishment, motification will spring open on
the merchant’s screensays Megan Quinn, Square’s directdmproducts (whdias since left the
company). “It will show the cusimer’s name and suggest their stdikely order, based on an
algorithm that knows past purchaseslahings that sell well at the store.”

Henderson, the engineering lead Pay With Square, pots out that the comparcollects all kinds
of information about its userdata that might be invaluable merchants and customers alike.
“First of all, we know your location,” he says.é¢8ond, we have a decesg¢nse of your history. We
know the kinds of places you've ée and what you like. & we also know lots of other things—ike if
there’s a whole bunch of food truclkisat pull up nearby, we'l see ¢hspike in activity and can point
you to those trucks.think youll see us geteally good at this.”

Analytics and data-mining might provide Squam&sal business model. So far, the company has
charged a very small fee for ealansaction, and merchants ardikely to pay much more. And
while Square has been giving participating merckatcess to analytics abt their businesses for
free, it is also aggregating that data, real-timfermation about what people are buying in every
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region of the country, complete thidetailed demographics. It'sasonable to think that might be
very valuable in the near future.

Square is still focused on smaller merchants,iteuéxecutives believe thawen tier-one retailers
will use Square before long. HE Neiman Marcuses and the Warts will want to have an
emotional attachment with theauyers, where anybody can walk in and pay withitin@ime and
have an electronic receipt,” Rabois sa{i$hat’s what weregoing to deliver.”

In other words, Square aims togwide shoppers with an emotionafiatisfying experience—and it is
using the Apple playbook as itsige. “My challenge to our prodtiteam is to build the app that
they themselves really wantienderson says. “That’'s somethihigarned at Apple. That’s the
reason it's able to consistengurprise consumers.” Communicagithe Apple way really isn't too
hard for Henderson, becausérniaost every one of my team Apple now works for Square.”

And just as Steve Jobs did, JackrBey works hand in hand with hdesigners. “It's almost as if the
whole of Square is a manifestatiof Jack’s mind—evething has to be artisel,” says Twitter’s
Stone, who has remained close to Dorsey arathisivestor and advis¢éo Square. “He was always
that way, but now he has the gravitasd authority to make it happen.”

Recently Dorsey oversaw a rejiggegiof the icons for Square'shi®ne apps. He tik special care
with the one for the now-aksic Card Reader app. The desigrutienately settledon was a version
of the company logo, set at@blue background. Theres®mething evocative about that
backdrop—it isnt an antiseptic pdtof blue. It’s a bit weathered,tired, striated. It is, in fact, a
photograph of a swatch of denifimom Scott Morrison’shigh-end jeans, shatirectly from Jack
Dorsey’s leg.

Wabi-sabi heaven.

Senior writer Steven Levy (steven_levy@wired.co)nwr ote about robotic reporting in issue 20.05.
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It's a scene cut straight from Cheers. You hit the bar on the way home -~ the one where
everybody knows your name — the bartender slings you the drink you want, and tacks the
purchase on your ever-growing tab. It’s understood that the money will eventually change
hands; most likely by the end of the night, you'll break out the wallet and assess the damage.
In its Card Case application software update launched on Wednesday, mobile payments start-
up Square takes the scenario one step further. After downloading the Card Case app update
on your smartphone, paying for drinks at a business which uses Square’s Register app is as
easy as telling the merchant what you want. Make your order, and the money is automatically
deducted from your hinked credit card account. After the purchase goes through, you're sent a
digital receipt to your account. No swiping plastic, no fumbling for paper money — you don’t
even have to take the phone out of your pocket.

“We're bringing that relationship of being a regular to more and more people than before,”
said Square director of product Megan Quinn in an interview. “We’ve removed the artifact of
the transaction from the payment experience — instead, it becomes about the relationship
between you and the merchant.”

Continue reading ‘Square’s App Refresh Makes Mobile Payments Hands-Free’ ...

Card Case uses the new “geofencing” technology included in Apple’s recent 108 5 release.
Much like the name suggests, geofencing creates virtual boundaries around specific
geographical points. Your iPhone can detect when you cross one of these fences, thereby
triggering some form of event or notification.

With Square’s most recent update, merchants who accept Square are bound by geofences with
100 meter radii. If you've got Card Case and pass through one of those fences, the app
automatically opens a “tab,” essentially a way to check in to a business and have your name
and payment info show up on the merchant’s Register app (which is also made by Square).
Merchants see your open tab through their Register app, and your tab becomes your active
account if you decide to visit the store.

First launched in May, the first version of Card Case required users to open the application
and manually start a tab when visiting a participating merchant. While Card Case eliminated
the need for swiping a card or paying with cash, it still required whipping out your phone,
opening a tab and interacting with the application.

Ultimately, the aim seems to be further eliminating the “friction” inherent in the payment
process; in other words, it’s becoming way easier for you to spend money without having to
think about it.

Theoretically, merchants will love it for the potential increase in revenues behind the counter
— especially when customers don’t feel like they're actually spending money — and customers
will dig the quirky convenience of paying for items without really needing to do anything at
all.

Obviously, Square has competitors in the mobile payments space. Near Field
Communications technology is taking off in a massive way, especially with the debut of
Google Wallet and the possibility of Apple developing its own NFC-equipped iPhones.
Square says it isn’t worried about other mobile payments possibilities, instead offering that
Card Case is the easiest, most sensible solution out of all the new-wave technologies. “There’s
no waving of your phone needed with us,” Quinn said.

In order to make a significant dent in how consumers pay for goods and services beyond
traditional paper and plastic, all competitors in the mobile payments ecosystem face an uphill
battle. The installation base for NFC-enabled terminals compatible with Google Wallet is
relatively minuscule, currently floating in the area of three to four hundred thousand. And
Square’s participating user base hovers somewhere in the range of 800,000, though the
company refused to offer specific numbers on individual Card Case or Register app
installations.
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Not to mention shifting consumer behaviors, which center on tried-and-true physical
exchanges of legal tender for goods and services rendered. Teaching scores of new customers
how to use the new methods — be they Square’s, Google’s or another participant’s offering —
isn’t an easy task. Additionally, training programs and infrastructure set up on the merchant
side create another barrier to entry that can only be eroded gradually.

Still, Square thinks its option a natural extension of the payment process, far easier to
implement and adopt than other alternatives. “It’s bringing that behavior that you already see
from the places you go as a regular,” Quinn said. “Once they’ve paid this way, people want to
continue to pay this way.”

The updated Card Case app is available in the iTunes App Store immediately, free to
download for iPhone users. Alas, Android fans will have to wait — for now, at least. Since the
Card Case update is tied to i0S 5’s geofencing capabilities, it's currently available only for
iPhones, though a Square spokesman said an updated Card Case would be available for
Android soon. The previous version of the app remains available to both Android and iPhone
users.

Photo: Jim Merithew/Wired.com
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Credit cards typically charge businesses between 2.5 and 5 percent, and fees for equipment and usage, Square
charges a flat 2.75 percent and the equipment is free.

Users also have valuable information about their customers. It's something Dorsey is passionate about.

"A lot of what we're doing this year is making sure the small businesses have the data they need to grow,"
Dorsey said. "We can say you know you sold this number of cappuccinos today, this number of people also
bought biscotti, this is what happens on a rainy day, this is your busiest hour, and then they can make decisions
based on all that."

That benefit works everywhere from the coffee house to the White House. President Obama and GOP hopeful
Mitt Romney have adopted Square on the campaign trail,

When asked if candidates will make more money using Square or because they're using Square, Dorsey replied,
"1 think it's really going to change the game for how you raise for campaigns. People are carrying credit cards.
They're not carrying cash, they're not carrying checkbooks, but they want to donate to the campaigns,”

But Dorsey is more focused on people than politics. "A lot of people want to start their own businesses," he said.
"So I would love Square to be the reason they finally take the jump.”

Dorsey still works every day at both Square and Twitter, working eight-hour days at each company.
When asked about his 16-hour days, Dorsey said, "I'm very, very disciplined about my time."

For Rebecca Jarvis' full report and tour of Dorsey's San Francisco headquarters, watch the video in the player
above.

Dorsey also discussed what innovators need to know about moving forward with their ideas and what he's
learned from his early mistakes at Twitter. Watch that video -- seen only on the web -~ below.

> ‘PLAY CBS NEWS VIDED

Also, in this discussion you'll seen only on the web, Dorsey talks about Twitter's future and the big names
involved in the company. Watch that video in the player below.

© 2012 CBS Interactive Inc., All Rights
Reserved.

FROM AROUND THE WEB
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Michael Malbin directs the Campaign Finance Institute. He says Square helps campaigns hit up
supporters when emations are high.

Michael Malhin: You know before there's a chence for second thoughts. Tt's just, Do you
support me? Yes! And at that moment you say, ‘Click.”

The app also coflects the information needed to comply with Federal Flection Commission rules.
Carl Howe of the Yankee Group says this is a huge baost for Square, and it's not just becanse it
fakes a small fee every time you swipe.

Carl Howe: They couldn't buy better advertising. They're implicitly getting an endorsement
from the presidential candidates,

And the political campaigns are getting an app that can turn anyoue with a smartphone into a
fundraiser.

Campaign contributions go mobile | Marketplace from American Public Media
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Jack Dorsey, founder of Square and inventor of Twitter

Headquarters San Francisco
Websita https-#5quargup.com
Twitter square

For making magic out of the mercantile

By Elien McGirt

Mr. Jack Dorsey decided he would buy the toffee himself. We are at Sightgiass, a San Francisco beanery and
coffee shop owned by two brothers whose vintage roaster fills the cavernous space with a constant and rich
aroma. “They were my first of three vendors,” Dorsey says as he places his order, then mine, with the barista.
“We alao had a Nawer stand and an airline-pilot instructor.” Sightglass signed up with Square back in 2010, when
the company’'s only product was a simple credit-card reader that jooks like a business-card holder with a
headphone jack. Plug i into an iPhone, though, and anyone could accept credit-card payments. When
Sightglass came on board, Sguare was 5o laughably smal! that it had no way to sign up businesses {unless
Dorsey called on them), no pricing rnodet, and no way to get your money if you did swipe a card and make a
sale. Since then, the company has had a number of "resets" (as Dorsey describes new initiatives} that have
brought to life the idea contained in that litle reader, including an app that lets a business use its iPad as a
supercharged cash register and inventory system and... Dorsey pauses midsentence, briefly taps his iPhone,
and changes the subject.

He tefis me a story about how his father, an engineer and semi-serial entrepreneur, helped him bulid a model of
amass spectrometer out of Legos, ball bearings, and magnets when he was 11, (A few weeks later, Dorsey’s
father, Tim, 1ells me his version of the story, 1aking the ime to teach me the concept of mass spectrometry. In the
Lego device, the magnets were there to encourage ball bearings of different sizes to arrange themselves by
waight, just as a real device would do with gases of different weights, "Did it work?" | ask, "Nol it was a disaster)"
Tim Dorsey laughs. "But we had a great timel")

http://www.fastcompany.com/most-innovative-companies/2012/square 4/17/2012
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Dorsey and | take our cappuccinos and walk to a able, Quiet, intense, and almost preternaturafly reserved, the
35-year-old amuses me with tales of his time in some pretty unreserved dircles, from his Twitter town hall with
President Obama (Dorsey wore Prada) to the bizare #DInnerwithTheKings, a recently televised dinner party at
Larry King's home, which included Russell Brand, Tyra Banks, Seth MacFarlane, Conan O'Brien, Quincy Jones,
and Shaquille O'Neal, with dinner prepared by Wolfgang Puck. The celebrity chef delighted Dorsey with an
uhplanned Square product placement, offering to enable a credit-card ransom fer a palr of panties that Brand
had pilfered from Mrs. King's boudoir. "All in good fun,” Dorsey says with a smile.

We're just a couple of peopte chatting about ideas, technolegy, design, leadership, and Dorsey's famous new

friends, deep in conversation, "See?" he says, unable to resist a bil of inventor pride as he holds up his phone,
tapping his app and showing off the coffee~-purchase receipt, No muss, no fuss, no physlcal money, ne paper

receipt to be tossed or pocketed and forgotten. "Right?"

This is the magic of Dorsey's |atest Square reset: Card Case, an elegant bit of payment choreography that lets
consumers of coffee and other happy things pay for their items just by giving the cashier their name; the app
activates the charge to their stored credit card.

Card Case is an example of the grace that Dorsey belleves defines Square, a company he hopes will radically
transform the generally unmagical burden of exchanging meney for goods and services. The app, designed as a
visual homage to the fashion house Hermés, can also show you your payment history, what's for sale in-store,
and nearby places that take Square. Unlike the spectrometer, it works Hke a charm.

Dorsey is a source of wonderment in the business world, a modem Edison in a cynicai age, a creator of
platforms equally accessible to the celebrily, the major brand, and the everyhuman, Between Square and Twitter,
that other little company he cofounded, he has helped generate a combined §10 billion in market value, an
impressive figure even for those who scoff at valuations as sport. Dorsey slepped gently into the highty
competitive world of payments in 2009, driven to create a business during a time when he'd been temporarily
squeezed out of Twitter, a time that he once described as feellng like a "punch in the stomach,” (He returned to
the company late last March as executive chairman and head of product development.) He announced his new
venture in December of that year, and then went quiet, taking 10 months to reveal a product. Since then, Square
has moved fast; it processes more payments through its system than PayPal did at the same stage of its growth,
which has helped Square become, according to the logic of COO (and PayPal veteran) Keith Rabois, the fastest-
growing starlup in history, More than 1 million small businesses and individuals use Square to process credit
cards—a number boosted almost solely by word of mouth, Square has no business-development team and no
sales force. At least 60% of those Girl Scouts, artists, farmers'-market vendors, political candidates, taco-truck
vendors, accountants, designers, and babysitters have never accepted plastic before, They're people fike Joey
Garza, a massage therapist In Houston, *I was one of the first to get one,” he says, "My dlients get a kick out of it
when 1 let them swocp [sic] their own card. Now, some also love Card Case,”

And Square |s wooing even those with merchant accounts to try Squars because of its flat 2,75% processing fee
per card swipe and its deft synthesis into the smartphones and tablets people slready use, Felks like Jack Root,
whose metchant account associated with his retail store is of little use to him when he wanis to accept paymenis
for teaching gigs and consulting at trade shows, "A three-minute sign-up and | thought, Oh my yosh, this is the
way it's supposed to bel" he gushes. Root says he’s not only been able to grow his extracurricular business by
taking credit cards, but he's also moved pari of his store over to Square, By using this instead of his merchant
processing account and its 4.8%-per-transaction charge, he calculates that he's saving approximately $10,000 a
year,

http://www.fastcompany.com/most-innovative-companies/2012/square 4/17/2012
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On a monthly basis, Square fs now moving some $3 billion in annualized payments, Do the back-of-the-envelope
math on that 2.75% and that's more than $82 million--although almost alt of it goes back to Visa, MasterCard,
and American Express. Rabats claims that Square even creates jobs, "We can identify 50 basis points in the
U.S. for October that are related to Square," he states, sounding more like Faul Krugman then Faul Graham.,
Giving people a fast and free way lo start taking payments creates businesses, he claims, and that means added
jobs. "That's half of 1% of all jobs created in Octcber.”

Taking on the behemoth finencial world takes guts. "Actually, the word we heard most often was naive,” Darsey
recalls. Highly regulated and insanely complicated, the banking experience s particularly onerous for very small
businesses lacking serious volume, a credit history, or a herd of accountants and inventory-contra] officers, "The
small-business person has basically a calculator to work with," Dorsey says. "Thelr cash registers give them no
meaningiul analytics about their custommers, popular items by date and ime, their inventory, anything.” To
Dorsey, this lack of information and power gives him an opportunity to seek peelry in commerce. "Money is
something that touches every single human on this planet, and at some point, every single human feels bad
about it." After all this fime, we can't do anything about that?

That frustration is something the folks at Square fully understand. Matthew O’Cennor, director of engineering,
recalls the cempany's eary quest io solve problemns caused by the arcane Automated Clearing House (ACH)
sysiem, the back-office protecol thal moves electronic money between banking and finance accounts around the
world, O'Connor and his team couldn't build software to talk to it. "JACH)] was designed in the 1950s, literally
translated fram punch cards into an antiquated file format,” O'Cennor says. His young 21st-century programmers
—used to building cool stuff on top of open, modern platforms—were initially stymied. "It's older than their
parents," Eventuslly, Square finressed the software to setfle credit-card transactions every night, just like the
lumbering and expensive old-guard banks,

http://www.fastcompany.com/most-innovative-companies/2012/square 4/17/2012
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"The smaliest details became hugely important,” says the CEO, and "highly dramatic." We're naw chatting about
Mrs, Dalloway, the classic by Virginia Woolf, a book so groundbreaking that it reset the development of the
American novel. As Dorsey grew in his role as CEQ, he decided fo hone his storytelling skifis, fo fine-tune the
narrative he shares both Inside and outside the company. "As CEQ, my main job iz editor-In-chief,” he says. He's
been immersing himself in books by his favorite avthors--Woolf, Salman Rushdis, Margaret Atwood, and Alice
Walker, Dorsey is also talking about the process of making a business. He sees nof the devil, but the humanity,
in the details, particularly for his customers. *If we can perfect one experience for one individual, we can scale to
every single cne of the 7 billion people now inhabiting this earth," he says.

1 ask how he plang to do this,

"How do you institutionalize creativity?" He smiles into his cappuccine and pauses, preparing o answer his own

queslion.

Dorsey likes to walk, He always has, On our trek back fo Square's offices from Sightglass, he explains his
schedule: "Al my days are themed, Monday is management, At Square we have a directional meeting, at Twitter
we have our opcomm [operating committee] meeting. Tuesday is product, engineering, and design. Wednesday
is marketing, growth, and cornmunications. Thursday Is partnership and developers. Friday is company and
culture, It works ih 24-hour blocks. On days beginning with T, | start at Twitter in the moming, then go to Square
in the aftemoan, Sundays are for strategy, and | do a lot of job interviews. Saturday is a day off." He is not
kidding about any of this, and I'm pretty sure he also works on Saturdays; he does offer a wry smile to allow that
he knows this might be a little nuis, "Aclually,” he says, "the word I'd use is disciplined.”

Dorsey does a lot of his walking in a 14-block quadrangle of San Francisco, Square's offices are in the San
Frangisco Chronicle Building at Fifth and Mission; Twitler is headquartered fourtenths of a mile away at 795
Folsom; and Dorsey's apaniment is just around the comer from Square, near the Old Mint. Square, born during
tate-night work sessions at Dorsey's spartan loft, has scaled quickly to 220 employees who now collaborate in
one open and clean, well-lighted room designed with collaboration in mind. "Look around,” Rabois says.
“Conference rooms are glass, {semiprivate] conversation cubes have one side that is open. We are one big open

office.”

Everything we do is about getting peaple to be more open, more creative, more courageous, Dorsey says.
Meetings run the gamut from quick team "stand-ups” for rapid updates to mejor work and brainstorming sessions
to "retrospectives," where teams meet to discuss the existential aspects of thelr work, Do you have what you
need? Is your space adequate? Motes from every meeting are revisited at the next meeting, and all notes are
shared elecironically with everycne in the company. "Everything we do is about getling people to be more open,
more creative, more courageous,” Dorsey says, Regular off-sites stir excitement, stimulate the mind and soul.
One staffer told me about a trip to SF MoMA to discover what Mark Rothka could teach them about design.
Another talked excitedly about a mentor Rabois connected him with—a serious indusiry heavyweight who helps
him graw his ability 1o work with people and not just his technical knowledge.

Dorsey holds weekly town-hall meetings with the entire staff. He evaluates developments in the world—the
growth in smariphone usage, a rise in geolocation, the birth of the iPad—and chalienges employees to move
Square in new directions. Let's not just take payments but let people make them. Surprise me! “It's empowering
to be asked to look at what's possible,” he says, “not told how to do it."

Not that "empowering® necessarily means fun. "All of the things we did in the last year were hugely contested,”

he says, diting the iPad app and Card Case. William Henderson, a software engineer, sidestepped debate over
when smartphones would include chips that Jet them act like credit cards and rendered It moot. Henderson’s
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cobbled-together solution of Card Case's signature "wow" moment—paying without removing your phene from
pocket or purse--could make everyone feel like a big shot, Dorsey encouraged him fo deme it for the company;
then he made Henderson the product lead. it says a lol about Jack and the process, and how we grow here,"
says the Apple alum, one of many who have rigrated to Square, "He wants us to think about what makes us
excellent, and what makes a product excellent.”

| am sitting in the kitchen of Dorsey’s childhood home with his parents, over coffee {of course). The kitchen is
filled with a lifetime of framed treasures from their three sons—paintings, self-portraits, achool photos. [n the living
room, Dorsey’s pointillist portrait of Kurt Cobain has a place of honor. i's clear that Dorsey, Tim and Marcia's
eldest, comes by his love of art, data, and srmall business honestly. This house is in Compton Heights, a historic
neighborhood in S, Louis that was created in the iate 1800s. The city's beer barons commissioned the homes
(big for themselves and small for their mistresses) and adomed them with woodwork, stained glass, and beaux-
arts fixtures created by many of the artisans who came to build the 1904 World's Fair, By the time the Dorseys
arrived in the late 19808, the neighborhood had seen better days. "When the real-estate agent showed us the
house, the doorknob came off in her hand,” says Tim with a laugh, Jack chose the smallest bedroom in the
house, "He's always been a minimalist,” says Tim.

Dorssy found the neighborhood and downtown St. Louis endlessly inspiring. "t was my first love," he says. The
buildings and streets stoked his curiosity. He conslstently found reasons to walk the city, from leafieting for
political candidates to spending hours at the rail yard with his brother making movies of trains, Unlike most teens,
he refused to learn to drive. Marcia, recalls picking him up at all hours from his various jobs. "Three a.m. leaps to
mind," she laughs.

He collected maps, fascinated in particular by what messy and interesting thing might be happening right then on
the city's perfect grids and intersections. When the family first acquired computers, a Mac and an |BM PC Junior,
Dorsey taught himself programming so he could make his own maps. He put dots on a rudimentary St. Louis
map and moved them around, The dots didn't mean anything. Then he noticed that the family's CB radio and
police scanner both offered what geeks would come to call "realime user data.” "Ambulances, fire, taxis, and
police are conslantly reporting where they are and what they are doing," Dorsey says. Suddenly. the dots came
fa life, and next thing the Dorseys knew, young Jack was making something known as dispatch software. "We
thought it was a little strange," says his father, "but also really great."

Dorsey's own dots connected slowly afler that. He ended up leaving his first college, University of Missouri in
Rolla, to write code for a dispatch software company in New York. A brief stint at New York University was
foliowed by a sudden move to San Francisco and random programming jobs. (Have you taken the Blue and Gold
line to Alcatraz? Dorsey wrote its ticketing program,) The pathlessness worried his mother. "He didn'i have a
ptan. And, of ceurse, no benefits." But there was new technology to play with, like SMS. And new business
partners, like Ev Willlams and Noah Glass, Which is how what began as a childhood fascination with city maps
morphed into Twitter, the real-time grid of what real people are doing every minute all over the world. Complete
with 2 world-class henefits package.

Other teenage experiences Imprinted Dorsey with the impetus for Square. He worked as a barista at his mother's
own roastery and coffee shop, an endeaver felled by a hypercaffeinated interloper from the Pacific Northwest hell
-bent on growth. Dorsey’s brow darkens at the memory. The loss has stuck with him alt these years, though his
mother says kindly, "The shop may have been on the way out before Starbucks got here.”

Another teen job found him working for engi'neer Jim McKelvey, whao is also a talented glass artist. McKelvey

once "lost a $2,000 sale because he couldr't take credit cards,” Dorsey sadys. McKelvey became Dorsey’s
cofounder at Square, and "we made the solution he needed.”

http://www.fastcompany.com/most-innovative-companies/2012/square
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It tums out to be the solution a lot of people need. Square's primary challenge in earfy 2012 is to find more
customers in other parts of the world, first In Latin America and then in paris of Asia and Europe. This will bring
new financial systems io wrestle with, and perhaps more rewards. "The potential for growth globally is massive,"
writes Richard Branson, who is an investor in both Twitter and Square, via email.

Branson Is most impressed by Dorsey himself. "By inventing Twitter, Jack may have well brought down dictators
in North Africa and the Middle East, That's not bad going for ane guy," But unlike most people, Branson thinks
that Dorsey's schedule is not full enough. "I do wonder if his talents are wasted running two companles,” writes
the man whose Virgin Group consists of mere than 200 companies. "Perhaps he should let other people run the
companies and use his brilliant brain to start more companies and create even more jobs.”

There's a thought: Dorsey in 2012, the Square Deal candidate.

Photograph by Jeff Minton
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Best Buy Super Bowl Ad Swaps Celebs for Tech Innovators Instagram
and Square

February D1, 2012 by Todd Wasserman 6

Best Buy's Super Bowl ad will celebrate mobile technelogy
inventors by featuring the creators of the camera phone, Instagram and
Square.

The 30-second spol is a creative change in direction for the retailer,
which tapped Ozzy Osbourne and Justin Bieber last year to promote its
Buy Back trade-in program. A rep for Crispin Porter + Bogusky, the ad
agency that created that and this year’s spot, says Steve Jobs was an
initial inspiration.

*From iconic apps to inventions like 3MS meassaging we can't live
without, we're putting a name and face 1o these amazing (and often
unsung} innovators of mobile technology,” the rep said.

Such innovatars include Philippe Kahn, creater of the camera phone; Kevin Systrom, founder of Instagram; and Jim
McKelvey, co-founder of Square. The rep declined to provide further details about the ad, though a video might be
available soon.

Kahn is credited with developing the first cameraphaone in 1997 and is currently the CEQ of Fullpower Technologies.
Systrom, meanwhile, created Instagram with Mike Krieger and launched the popular photo-sharing app in October 2010.
McKelvey founded Square, the mobile payment sclution, with Twitter co-founder Jack Dorsey in 2009.

course after Steve Jobs's death on Oct. 5. At that point, Best Buy chief marketing officer Drew Panayiotou, “realized
Silicon Valley inventors are today's stars.”

The ad comes as sales have slowed for the retail chain. Analysts have projected an increase of 2.6% for Best Buy’s sales
in the fiscal year ending Feb. 25, followed by a gain of less than 1% for the following year. The chain also generated some
bad PR over the holidays afler it was unable to fuifil all its customers’ online orders during the holidays.

Giggle-Inducing Super Bowl Commercials
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